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D/1A suggests particular attention this week to the Subversive
section of the article on the current oituation in Panama, pointing
out the possibilities of the use of Panamanian territory as a base
for sabotage attempts against the Camal (p. 6).

CURRENT DEVELOPMENTS

GENFRAL: Ratification of the Rio tmeaty by one or more of the four as
;get nx)m-ratii‘y-ing countries ray be spoeded by the internatiomal situation
P 2),

NORTHERN AREA: Recent actiom by Guutemals has confirmed that sountryts
aligrment with other Latin American eountries in support of the UN and
US position on Korea {(p, 2).

424674

SOUTHERN AREA: Prolonged labor unrest in Chils is a political problem
for the administration but shows no signs of being a major Commmist
effort (p. 3), Prospests are good for a quiet and well-controlled
election in Paraguay (p. L).
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GENERAL: Korean Crisis i Spur Further Ratifications of Rio Treaby

The orisis In %Xea which hastened Argentine ra?dii&?ﬁfﬁl
of the Rio treaty | | may stimlate similaxr action
in some or all of the fouwr coumtries which have as yet failed to
ratify this matual defense pact, Avgentine adherense to this impor-
tant inter—Amsrican instrument moy be an additional roason for some
of them to fall in live,

Reports from Ecuador indicate that its foreign mintstry
plans to present the Rloc trealy to the legislature during the ses-
sion scheduled to convens 10 August, The Peruvian govermment has
recently intimated that only the absence of a legislative body in
that country has preovented ratification of the treaty thus far,
Since elections have just been held for a mew Peruvian congress,
that obstacls to ratification is now in the process of being re~
moved, Cuatemala's unequivecal support of the US and the UN in the
matter of Korea mgy mean that it will no longer hesitate to align
itself with the rest of the American states in defenss of the Homi-
sphere, Boliviat's bad record in ratifying inter—American treatiss
and conventlions, coupled with its disturbed political and eccnomic
situation, has kept that country from acting on the Rio treaty up
to now, If the present regime can manage to remain in power, how-
aver, 1t would seem likely that it would make the effort neseded to
go through the ratifying process so as not to be left in splendid
isolation should the other three nations adhere to the treaty,

Unanimous ratification of the Ric treaty, the most impor—
tant single Inter-American instrument and the Z!sgai basis for the
mtual defense of the Hemisphere, would be of considerable ilmportance
in demonstrating the strength of inter-American solidarity during
this oritical period,

GUATEMAIA: US and UN Korea Action Supported ,

Guatenalals ofticlal alipnment with the US and the UN
in the current Korean crisis has been confirmed by Foreign Minister
Gonzalez Axevale, The forelgn minister has stated that the govern—
ment fully approves the strongly worded statement of solidarity
issued by the Guatemalan Ambassador to the US on 28 June, and will
maks public Guatemala®s support of current UN action.

Berause President Arévalo has already assured Assistant
Secretary of State Miller personally of Cuatemalat's international
aligmment with the US, it is unlikely that he will consider it
necessary to meke a public statement to this effect, It is probable
that Arevalo would regard such a statement as politically undssir—
abls, since Guatemalan~US relations now comprise a highly contro~
versial domestic lssue, Howover, in view of Guatemala's basic
sccial, politieal, and economic ties with the US and other Western
Hemisphere countries, it is believed that President Ardvalo and
other Guatemalan officials are sincere in their statements of
solidarity with the US,
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L, CHILE: Continued Labor Unrest Presents Political Problem

Prolongsd Iabor unrest in northern Chile, besides dawaging
the coumtry s economy, presents a vexatious political problem to
the administration; there is no evidence, however, that it repre-
sents a centrally directed Commnist movement, The pgovernmentis
policy of intervention (under the Defense of Democracy law) for
the purpose of sottling strikes wes successful in the Chuquicamata
copper strike but has thus far failed in the case of the nitrate
ard sympathy strikers., Negotiations reached an impasse when the
nltrate union refused to meet with the government mediator until
the four union leaders, expelled by the govermment on the grounds
that they were Communists, were reinstated,

D/IA sstimates that the government will eventually win this
contest; the govermment may, however, rather than press for irme-
diate seitlement, allow the present situation to drag along and,
by claiming Communist participation in these strikes and pointing
to the deleterious effect of the strikes on the weakened national
econany, take advantage of the situation to secure reinstatement of
the Special Powers Act (invoked in August 1949 for six months to
allow the mwesident emorgency powers in comnection with the Defense
of Democracy Law to protect the Chilean economy),
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PARAGUAY: Forthcoming Elections

Textions soneduled for 16 July in Paraguay are expected,
Yo be quiet and o bring about no major changs in the government,
Candidates appearing on the ballot will be those of the pariy in
power (Democrabic Colorado); candidates of other parties will not
be allowed to run, The election will make Dr, Federico Chaves
logal president, and will name the members of the House of Ropre=
sentatives, It is expected that Chaves will retain gubstantially
the cabinet he now hag, :
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The Current E‘;ituation in Paroma

(5 =~= Opposition to President Arias still wealtens his
posi » but not to tho extent of threatening his contimu—
ance in office, Lhe agonomia S 3 o roema-ing anfarneahls

COvert Commi.st
Sabotage Panama Canal Installations from the

Republic of Panama must be considersd a distinct possibility;
the overt activities of Panamanian Commnism also still
threaten US security interests, President Arias has com=
timued to maintain a friendly attitude toward the US,

~= U5 security Interests are threatened by the
incapability of the police force to prevent Soviet agents
from filtering imto Panama or to suppress covert Communist
activities in Pananma,)

Politdecal

T Upposition to President Arias still weakens his positionm but not to
the extent of threatening his continuance in office, Manmy of Arias?
political mancuvers antagonize influential growps, including political
opponents, erstwhile supporters, and the clergy, all of whom wage a more
o> less constant propaganda offensive against him, These characteris-
tics of his administration will probably continue, and opposition may
increase unless progress is made towards the solution of unemployment
problems before the national assenbly meeting in October, Nevertheless,
the opposition is not likely to grow sufficiently strong in the near
future to cause Police Chief Remon to withdraw his support of Arias,
This working alliance between the president and Remon, upon which the
stability of the administration rests, has proved satisfactory to both
men and, in addition, many Panamanians dread the political turmoil thats
would result if this alliance wore broken, Therefore, it is believed
that the alliance will contimie, and that the Arias administration will
remain in office at least during the next few months,

teoporarily strengthened his position by decreasing Commnist
activities against the administration and by partially appeasing the
clergy, whose opposition had been increasingly reflected in the attitude
of the masses, In addition, the government®s action probably forced soms
anti~Arias elements to reconsider the relative advantages and disadvan~
tages of contimiing their semi~cooperation with the Commmnists, which in
the past has tonded to strengthen the Commnist position, It is thovght
that the serious intermational situation will strengthen public support
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of the president?s anti~Commnist activities, which had originaily beea
recognized as a purely political maneuver. Howover, the presidentts
strength in Panamy will depond upon other factors than hiz action apgainat
the (ormunists.

Econanis |

""*%e economic situation remsins unfavorable. The president contimues
his effurts to make Panars eligible for early US aid and foreigp invesi-
monts, and to this ond issusd a decree law in June wihrich gives specizl
provestion and encouragement to domestic and foreipgn capital investment
Ne tangible assistance, however, has thus far been received in zolving
the wnemployment problem created by the reduction in ths number of Pang~

manians employed in the Canal Zone |

and, in the absence of mubstantial US expenditures in Lhe ares or of the
employment of more Panamanians in the Zone, the economiz sitvation will
continue unfavorable,

The overt activities of Panamanian Commmism also still threaten US
security interests because of their propaparda potentialities, Tt is
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true that overt Communist activities have decreased eatly as a resyit
of the cabinet decree of 29 April | g;:-_| the subsequent
govermuental action toward preventing Communists from holding public
office, amd police raids against various Communist organizations. The
president will no doubt continue to act agzinst the Commmists and will
hawe Little difficulty in suppressing overt activities in coming months,
The Commanists are still, bowever, pursuing one of their importamt ob—=
Jectives in Panams -~ greating 111 will against the US =~ and it will

e difficult to suppress all Communist propaganda without Fuaring the
ris.. of committing the political arror of suppressing the anti~Us props-
gandia of ultra=nationalists who frequently sound like Communiste. Durirg
the period of sewd-wmr, this problem may be especially scute. Anti=US
propaganda in Paname may be quite stromg at times during coming months,
particularly if the unemployment situation remains aeute, In addition,
the Commuists may be expected to make effective propaganda use out of
the advantage that will be afforded them if US action in Kovea drags

out ror several months witheut substential success,

The influence of Canal Zome Local 713, an important propaganda oute
let of the Papamanian Compumnists among laborers in the Zone s is being
noticsably cut down by the strenuous organizing campaign which is being
made by CI0 labor organizers in the Zone, Dven though this CI0 campaign
is mow slowing down and is beginming to reveal certain weaknesses . it
is estimated that the Panamanian Communiste will havs decreasing infly-
ense over laborers im the Zwe during coming months,

Intermational

President Ardas, and consequmtly the Fanamanian covermment, has
continued to maintain & fricndly attitude towerd the US, and this has
recently been reflected in sirong statements of support i the Korean
situation, There is a pessibility of a change in this attitude ; however,
if Arias is unable to make ~~ or at least to claim =~ rrogress toward
solving vnesployment in Pamum, Such arogress as would result from any
ilnrease in Canal personnel or amy sther form of increase in vrevemue For
Panaws, lacking such a devolopment, the wnemployment situation will cop=
timae to be bad, and thers will be 1ittle Arizs san do about it axnept
hlame the US,
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Proseat Capabilitios of Latin American Communiate

for Soviet~Directed Azoressive Action

L

In Latin Amorica, Soviet-directod Cormunist agoressive action could
affect 1S security intoresls by interferins for short pericds with the
producsion end shipmont of critical and strategic matorials through work
steppz_es and through sabotage.

‘s the basis of work stoppages whish have occurred in the past,
Carvanists sro bolievod capable, largoly through Commuist~influcnced ens
Corpman gt-doninoted lebor anions, of tioing wp torporarily shipmonts from
one or rore irporbant Latin Americen ports; of imtorfering with trans~
portution to snd fron the interior; and of ingbizating strikes, slow=dovms ,
. or cother hindrances in tho production of eritiesal or strategic materiaks.
| This anpliea particularly tc nanganese in Brazil, cepper and icdine in
Chile, rolasses end sugar in Cuba, load and mercury in loxico, and tin
and antinony in Bolivia. I a poriod of war, howevor, or other nationmal
; orergoney, it is estimated that the jovernnents ceuserned would limit
the duretion of such work stoppages, if not preovent thom encirely.

j Sibotage, othor than indirectly by slow=-downs and strives, is probuble

i in Cuba, Venezueln, Chile, Drazil, loxico, and Colambia, ani possibly
alzewhera, although this cannot be . xpocted to tio up any najor industry

| in Latin Americs for more than short periods. The Vemszuolan oil instella~

! ticne constibute the nost rerunerative and irvportant target for Soviet-
diroctod sabotare in Latin Amorica, beinpg rarticularly vulnerabilie to LBTMaso

by sikiiled sabotours. Production could be considerably curtailod until

the cvitical power and punzing stations wors repaivreds Thore is alse

roase.. Yo believe that, without assistonce, Pansrm couid not prevent the

use of 1ts berritory vs a brse of Corprunist sabectasze onorations aaingt

the Paarw Cenale
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